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NOTES OF THE MONTH 


Parties in the Council of Europe 


OWADAYS popular assemblies, especially those of a 

political character, tend to be organized on the basis of 
parties. The parties ought to be formed with reference to the 
issues they have to decide. 

The Council of Europe is composed of the Committee of 
Ministers, formed of delegates from the member Governments, 
and the Consultative Assembly, formed of representatives appoint- 
ed by the Governments. The members are democratically con- 
stituted States; each Government, in its own parliament, depends 
on a majority, composed either of a party or of a combination of 
parties. But in international affairs the outlook of a Government 
is usually national rather than partisan. The Committee of 
Ministers is not likely to find itself dividing on party lines. On the 
‘ther hand the members of the Consultative Assembly have been 
chosen from Parliaments. In most cases, possibly in all, the 
Governments have asked the parties represented in the Parlia- 
ments to nominate individuals. There is therefore a tendency to 
carry into the proceedings of the Assembly the party prepossessions 

nd loyalties by which members have been guided at home. 

7] or the most part the delegations to the Assembly contain no 
Ministers. The most notable instance to the contrary is the 
British, of which Mr Herbert Morrison, Mr Dalton, and Mr 
Whiteley are members. The intention has been that representatives 

the Assembly speak and vote as independent individuals. ‘The 

resentatives are seated in alphabetical order, so that neither 
itional nor party affiliations are emphasized by proximity. 

Will parties form in the Assembly? If so, will they be derived 

m the political parties already represented, or will they follow 

w lines? That will depend on the issues raised. The Assembly, 

two-thirds majority, can make recommendations to the Com- 
ttee of Ministers for considering ‘the action required to further 
the aim of the Council of Europe, including the conclusion of 
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conventions or agreements, and the adoption by Governments of a 
common policy with regard to particular matters’. The Committee 
of Ministers itself can only make recommendations to member 
Governments, by ‘the unanimous vote of the representatives 
casting a vote, and of a majority of the representatives entitled to 
sit on the Committee’. ‘The recommendations will have no binding 
effect on particular Governments, but member Governments may 
be requested to say what action they take. 

What then will be the issues to be discussed? The aim is ‘to 
achieve a greater unity’. It is to be pursued by discussion of 
questions of common concern, and ‘by agreements and common 
action in economic, social, cultural, scientific, legal and administra- 
tive matters, and in the maintenance and further realization of 
human rights and fundamental freedoms’. The agenda of the 
Assembly are either initiated or assented to by the Committee of 
Ministers, and the Committee must ‘have regard to the work of 
other European inter-governmental organizations to which some 
or all of the members of the Council are parties’. There is an over- 
riding exclusion of matters relating to National Defence, and the 
agenda must not clash with the work, for example, of the O.E.E.C., 
but this limitation does not apply to the work being done by inter- 
governmental organizations extending beyond Europe. The issues 
would seem to fall into two categories: on the one hand, constitu- 
tional and political machinery of co-operation; on the other, 
policies and activities in which co-operation is feasible and desir- 
able. In other words, by what means and for what ends is greater 
unity to be aimed at? 

At the present stage the means are likely to command more 
attention than the ends. The movement for closer union includes 
both a forward wing and a gradualist wing. The former would aim 
at a close formal federation, with a directly elected parliament of 
Western Europe, and would frame immediate measures with a 
view to hastening the transition to that climax. The latter would 
be content with such machinery of co-operation as is devised for 
ends immediately in view, and some of them, but not all, would 
look forward to a future synthesis amounting to a full federation. 

The forward wing and the gradualist wing do not seem to 
correspond at all to existing party divisions. But when the Assembly 
turns from means to ends, these divisions may sometimes make 
themselves felt. Socialist views will influence voting on economic 
matters; possibly Catholic views will intervene in cultural questions. 


Progress in Palestine 


Although the basic problems relating to Palestine remain un- 
settled, within certain defined limits a considerable amount of 
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ne has been made during the last six months towards 

ibilizing the relations of Israel with the Arab States. Actual 
hostilities have ceased, and although a permanent settlement on 
territorial questions has not yet been reached, nevertheless when 
the Israeli-Syrian armistice agreement was signed on 20 July 1949 
Israel had come to terms, and provisional bound: iries had been 
agreed upon, with all her Arab neighbours. This in itself was a step 
forward in that it implied at least a recognition of Israel’s existence 
by these States and opened the way to peace negotiations. 

Pending a permanent peace settlement, the armistice signed with 
Egypt on 24 February at Rhodes provided for a boundary line 
from Nabi Yun, a coastal village about twenty miles south of 
Tel Aviv, to the Gulf of Aquaba, and the retention by Egypt of the 
Gaza-Rafah coastal strip. The Israeli-Lebanese armistice signed 
on 23 March at Ras-en-Nakura maintained the present inter- 
national frontier between the two countries. The demarcation 
line between the Dead Sea and Aquaba, agreed upon in the armis- 
tice signed with Transjordan on 3 April, also follows the inter- 
national frontier, and on the central front, which was occupied by 
Iraqi troops, Israel retains control of the Hadera-Afula road and 
the Lydda-Haifa railway line except where it touches Tulkarm, 
which remains in Arab hands. The boundary line at Jerusalem 
follows the present military front lines. The armistice agreement 
with Syria signed on 20 July closed the last gap in Israel’s pro- 
visional frontier system and provides for the withdrawal of Syrian 
forces east of the present international boundary of Palestine. 
\reas disputed between the two countries are to be demilitarized 
pending final peace negotiations. 

Nevertheless, progress towards such a permanent peace 
settlement has been slow. On the subject of an international régime 
for Jerusalem and the Holy Places, while the Arabs at the Beirut 
Conversations of March 1949 declared themselves provisionally 
ready to accept the principle of an international régime, provided 

e United Nations could guarantee its stability and permanence, 
Mr Ben-Gurion on behalf of the Israeli Government took the view 

t although ‘Israel accepted without reservation an international 

ime for, or the international control of, the Holy Places in the 

. for historical, political and religious reasons . . . (she) 

ld not accept the establishment of an international régime for 

City of Jerusalem’. Israel has since made clear her desire to 

in control of the new City by establishing there various 
| and governmental services formerly at ‘Tel Aviv. 


the peace conterence at Lausanne, ence began on 27 


TY 


tlement of the Roch refugees inn an Slee yered by Arab 











Sse are Oe ame FE e 


Wi rile iy 


~—— *- eee tee 


(if 


v 


~ 


RIT 


(xs 


370° NOTES OF THE MONTH 


insistence that the refugee question should take precedence over 
any negotiations on territorial boundaries, and by Israeli unwilling- 
ness to accept the principle set forth in the U.N. General Assembly 
resolution of 11 December 1948 that ‘refugees wishing to return to 
their homes and live at peace with their neighbours should be 
permitted to do so at the earliest practicable date’, and also by the 
Israeli desire to regard the settlement of the refugee problem as 
implicit in a general settlement of territorial claims. Israel’s attitude 
to the Lausanne Conference was summed up by Mr Sharet on 
15 June. He stated that the Arabs were ‘determined to negotiate 
solely on the question of refugees and not to discuss peace, and 
that proposals for the wholesale return of the refugees—a “‘fifth 
column’’—would be a form of suicide when there was no peace 
between Israel and her neighbours, and at a time when the Arab 
States were boasting about an early resumption of hostilities’; 
Israel was ready to offer compensation wherever justifiable within 
an overall peace settlement, and individual applications by Arabs 
with families in Israel would be favourably considered. 
Nevertheless, when after two weeks’ recess the Lausanne talks 
reopened on 18 July both sides seemed more conciliatory in mood. 
The Israeli Government, who on 8 July had announced that 
arrangements had been made to deal with applications from its 
Arab citizens for the return to Israel of their wives and children, 
put forward a new proposal on 28 July which provided for the 
return of 100,000 Arab refugees. This number, however, included 
25,000 already in Israel. The Arab delegation, on the other hand, 
announced that they would discuss repatriation on the terms laid 
down by the Jews—namely, that the refugees should be settled in 
the Arab countries as well as in Palestine—and that any scheme 
worked out should form part of a general peace settlement. Their 
decision was no doubt influenced by United States assurances that 
if they agreed to the Israeli proposals, the McGhee plan, which 
envisaged adequate financial and technical assistance for refugee 
resettlement, would be put into operation even before a final 
peace settlement was reached. These decisions point to a more 
favourable turn in the Lausanne talks and hold out fresh hopes of 
settlement. But both Arab and Jewish Governments are keeping 
a nervous eye on domestic public opinion, which is some way 
behind them in accepting a compromise on the refugee question. 
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WESTERN GERMANY, JUNE 1947 AND NOW 
IMPRESSIONS OF CONDITIONS AND OUTLOOK 


O a visitor returning for the first time since currency reform 
the most immediately striking change is, of course, in the 
physical appearance of Western Germany and of its inhabitants: 
reports have not exaggerated the extent to which debris has been 
cleared and new buildings have been put up—shops, offices, 
cinemas, and to a lesser extent houses and flats. ‘The shops are full 
of goods, and in most cities the better ones have rows of shop- 
gazers in front of them. German motor-cars—not merely those of 
the Occupation authorities—purposeful activity in the streets in 
place of aimless individuals and long queues for food and fuel, also 
bear witness to the extent of German industrial recovery. There are 
still shabbily clad people to be seen, with tired and anxious faces; 
but almost all are wearing adequate shoes. One no longer sees, as in 
1947, people shuffling along in old slippers full of holes; nobody 
in 1949 has to stay away from work while their only pair of shoes 
is mended. There is enough to eat, and no one goes hungry; 
children are no longer thin, with a curious yellow tinge to their 
skins. In 1947 shortage of food and fuel were far more potent 
factors in reducing German industrial output than lack of raw 
materials and worthless currency. ‘There was an acute shortage of 
manpower, and at the same time over 290,000 unemployed in the 
British Zone in the summer of 1947; workers were unwilling for 
lack of food to change over to jobs involving heavy manual work 
which needed more manpower. In June 1947, 30,000 workers 
struck near Kéln, and the Trade Unions organized a sit-down 
rotest strike of one hour in nine towns in Schleswig-Holstein as a 
protest against the food shortage. 
Two years later, judging from the quantity and quality of food 
n city restaurants, it was possible to eat quite as well, if not better, 
than in England. In theory, coupons have to be given up for dishes 
which contain meat, fat, or sugar; in actual fact the coupon is not 
sked for, and instead an extra charge of 25 pfennig is added to the 
bill. High prices, however, make it difficult for the average wage- 
earner (or pensioner) to purchase even their rations, and their diet 
ll seems to consist largely of bread, potatoes, and other vege- 
bles. Many workers whose average wage is somewhere in the 
eighbourhood of 127 marks a month (after tax and insurance have 
en deducted) are in the habit of doing overtime on Saturday 
| Sunday (paid at a rate 25 per cent above normal wages) in 
rder to be able to buy ‘extra’ items, such as a suit or a winter coat 
ig on the average 150 or 200 marks respectively) or material 


371 











te be oe 


srt bare i 
of 


j<+ oe « 


4t3-i. ‘+ 


or *% 
ii - 
eee eee” 


- eee eer e 


iv: 


ee 
wer 


VINIVERNIIY TiF 


372 WESTERN GERMANY, JUNE 1947 AND NOW 


for curtains or something similar for the home. It is perhaps 
characteristic of the Germans that they do not appear to like 
utility (federmann) goods and prefer to save up for ‘something 
good’. Despite obvious signs that a small section of the population 
are making and spending money, it was not difficult to be con- 
vinced that many people were finding it difficult to make ends 
meet. Indeed, the official monthly Report for May 1949 of the 
Control Commission for Germany (British Element) states that 
‘earnings are still lagging considerably behind the cost of living’, 
and that a majority of the population claims that there is little left 
over when they have paid for the barest of life’s necessities. The 
Report also records that scarcity of money and fear of unemploy- 
ment are the dominating features of economic life in the Zone. The 
total number of unemployed at the end of May was 1,215,641, 
or 20,900 more than at the end of April, as compared with in- 
creases of 100,000 and 93,000 for February and March. The 
unemployment rate is high in those Lander where there is a large 
proportion of refugees. 

Nevertheless, the contrast between physical conditions in 1947 
and in 1949 remains sufficiently striking. The comparatively 
normal and restored appearance of most cities in the Ruhr, for 
example, is brought home only by a visit to towns so badly 
damaged that no attempt has been made to clear the rubble and 

rebuild them. Wesel and Diiren, in North Rhine-Westphalia, to 
take two examples only, today produce a shocking effect. It seems 
impossible that the people one sees about can find anywhere to 
live, in a desolation of rubble and wreckage. In 1947 such places 
would have seemed little worse than many other towns and cities. 

Politically speaking, the summers of 1947 and 1949 both 
recorded an advance along the road towards German respon- 
sibility for the management of their own affairs. At the end of May 
1947 a Bizonal Economic Council of fifty-four members, appointed 
by the Landtage on a basis of one representative for each 750,000 
of the population, had just been set up, together with an Executive 
Committee of one representative from each Land, appointed by 
the Land Government. By June 1949 a Constitution had been 
drawn up for a West German State and arrangements made for the 
transfer of control from Allied Military Government to an Allied 
High Commission for Germany. But the ‘man in the street 
appeared to take little direct interest in these events. A month 
before the elections of 14 August 1949, there was no sign of an 
election campaign, and no discussion on party issues, outside 
very limited circles. 

Matters of immediate and urgent interest to Germans in June 


1947 were, within the experience of one observer, food and the 
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black market, overcrowding, the ‘menace’ of the refugees, British 
policy towards Germany, and the possibility of war between the 
U.S.A. and the U.S.S.R. in the near future. The British were 
blamed for the food shortage, especially since the actual allocation 
of food rarely reached the nominal, deplorably low, ration level. 
Some Germans talked as if they believed it to be the deliberate 
British intention to starve Germany. A slightly more intelligent 
variant of this accusation was that the British were afraid of 
German competition, and therefore refused to permit the import 
of food (and also of essential raw materials) in order to prevent 
German industry from getting on its feet again. 

\fter food, denazification was the most burning topic of the 
day. British and American officials were doubtful that the desired 
ends were being attained by the denazification procedure, and 
many of them were acutely aware of the difficulties caused by the 
shortage of trained personnel, particularly in the field of education. 
Some were also anxious lest the thousands of ex- Nazis in the lower 
denazification categories (III and IV) who were then not allowed 
to follow their proper occupation should form a dangerous 
element of discontent in the population. Germans objected to 
denazification mainly on two grounds: first, that it was ‘undemo- 
cratic’ to punish people for their opinions, and secondly, that since 
denazification had been handed over to German Spruchkammern, 
re : process resulted, not in justice, but in the settling of old scores 

| the elimination of business or professional rivals. 

By June 1949 the difficulty of making ends meet, and fear of 

mployment, were concentrating the attention of many Ger- 

on the refugee problem. ‘They believe that it is impossible 
find employment for the 8 or g million refugees already in 
Western Germany whose number is increasing at the rate of at 
t 5,000 a month as workers enter from the Russian Zone. 

a Western Germany thus burdened, British policy has, 

1g to German rez soning, elected to add the further burden 
ntlement. Once again, as with the food shortage in 1947, 
is said to be British fear of German competition, as 
fear of her aggressive tendencies. How otherwise can 
sense in reducing German steel output from 14 million 
llion tons per annum, when there is already not enough 
eet peace-time needs? The dismantling of the August 
Steel Works was alleged by the German press to involve 
40,000 men out of work, to cost 400 million marks, and to 
the elimination of 11 per cent of the total German steel 
Why, asked an article in Die Zeit (12 May), do the Occupy- 
ers declare that military security is the object of this dis- 
policy, ‘as if there were no Ruhr Statute, no Security 
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Board, no Combined Steel Group?’ And the same article went on to 
argue that this kind of policy, taken in conjunction with the pres- 
ence of so many million refugees, must ‘proletarianize’ Western 
Germany, and a low standard of life, with its resulting economic 
and social tension, would prove a greater danger to peace than an 
efficient German steel industry. 

So run the arguments of the German press and of German trade 
unionists and others. They are strengthened, and suspicion of 
British motives is increased, by the fact that Americans, both 
officials in the Bizone and publicists in the United States, have not 
concealed their dislike of this British policy. Here is an example of 
this type of American criticism. 


The policy [i.e. dismantling] adopted in 1945 had two main objec- 
tives laudable enough in theory: to provide compensation for 
industrial equipment destroyed by the Nazi invasions and looting, 
and to reduce Germany’s war potential. But when there is a justified 
suspicion that the British and the French, under the cover of this 
dismantling theory, aim to wreck or prevent the rebuilding of 
German plants which have no connection with German war poten- 
tial, but which might be formidable competitors, there is a natural 
resentment and charge of Allied hypocrisy. .. . It takes a year or more 


to dismantle, transfer, and set up an industrial plant . . . and mean- 
while its possible contribution to European recovery is wholly 
lost . . . and dismantling prevents or delays Germany’s becoming 


self-supporting. When Marshall Plan aid began to be extended to 
Germany, it seemed ludicrous to be putting in American funds 
to help Germany recover at the same time that factories were being 
removed from the country.’ 


The article, by a professor of history at Harvard, from which this 
quotation is taken goes on to refer to the findings of the American 
Humphrey Commission, which advised that 167 plants originally 
scheduled for dismantling should be left intact—a suggestion to 
which Britain and France refused to agree. 

It would be quite untrue, however, to suggest that German dis- 
like of the dismantling policy, and the resulting anti-British feel- 
ing, is solely due to fear of unemployment. It is also a prestige 
question, which rouses nationalist sentiment. The visitor is fre- 
quently asked why the new dismantling agreement was made just 
when a new German State had come into being, and when a 
Council of Europe, the first stage on the road to European union, 
was about to meet, or why, at least, the British do not take more 
trouble to explain to the German people all the good reasons for 
their action and its timing. The following paragraph in the June 
1949 issue of the Control Commission’s Report suggests that the 


1 Sidney B. Fay, ‘Germany, Spring 1949’, in Current History, May 1949. 
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validity of this last German criticism may have been recognized: 
‘In order to counteract it [German propaganda] and to correct 
misleading statements, it has been arranged that before com- 
mencing the dismantling of any further factories . . . plans will be 
publicized for the re-starting of industry in the works affected and 
for the direction of labour into alternative channels’.* 
Nevertheless, much of the criticism directed against the Occupy- 
ing Power in 1949, as in 1947, threw more light on the critics’ state 
of mind than on the undoubted mistakes in British policy. 
Perhaps it is natural that there should be German resentment 
against the Allies, and readiness to blame them, not only for their 
‘unjustifiable’ attitude towards the German people, but also for 
Germany’s present difficulties. The presence of millions of 
refugees in Western Germany is a problem which impinges, 
directly or indirectly, on the great majority of the population. 
They cause very serious overcrowding; up to the present time they 
constitute a burden on the economy, since their skill cannot yet be 
used to the full, chiefly because of lack of accommodation near 
industrial centres. Many of them come from Silesia and East 
Prussia, and not all of them have yet given up hope of returning 
home; some are bitter against the Allies, whom they hold respons- 
ible for the loss of Germany’s Eastern territories. Among these, 
living in reduced circumstances, with no prospects, are members 
of the present generation of the former ‘officer’ class. 
he shortness of German memories as to the original cause of 
these present misfortunes is disturbing, but it is only fair to add 
hat it is disturbing also to some German individuals, though they 
y be in a minority. Another tendency in German thinking, more 
learly discernible in 1949 than in 1947, is a determination to 
find a shortcut to perfection, a 100 per cent certainty, while 
eglecting the imperfect instruments through which some pro- 
gress might gradually be achieved. This ‘perfectionist’ point of 
view is expressed in various ways; positively, in admiration for a 
per cent efficiency—such as was achieved by Goebbels, for 
tance, in his control of the press, and by Hitler in attaining so 
ny aims of German foreign policy without war. Negatively, this 
ission for perfection shows itself in unwillingness, for example, 
in a political party with whose policy the individual does not 
| himself a 100 per cent in agreement. But the very people— 
tten young men and women—who were uninterested in the 
minent elections only a month beforehand, who were not 
nbers of a political party, and whose support for the new 
Government in its endeavours gradually to improve the 


Report of the Control Commission for Germany (British Element), 
5, March 1949, p. 47. 
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situation in Western Germany and to win a place in the Council of 
Europe will be at best passive, were nevertheless enthusiastic 
supporters of the idea of World Government. 

Apart from this passion for perfection, perhaps one of the most 
striking German characteristics, to a British visitor, is the lack of 
‘public spirit’, of a community sense. This is not the same thing 
as to say that there are no public-spirited Germans undertaking 
voluntary work for the community. They certainly exist, and are 
working hard. And, as elsewhere, there are groups of like-minded 
people forming societies, religious and youth groups, student 
societies, committees. Perhaps the schools provide the best 
illustration of this absence of public spirit. In 1947 they were 
handicapped by an almost complete lack of equipment, text-books, 
pencils, exercise-books; it was difficult for lessons to be conducted 
by anything but the most old-fashioned method, with the teacher 
imparting information which the pupil must absorb. Moreover, 
as a result of denazification eliminations, the majority of teachers 
reinstated were too old, some of them having been recalled to duty 
after a spell of retirement, which inevitably meant that out-of-date 
methods were used. 

Today younger teachers have been trained, and the worst 
shortage of books and material aids to teaching has been over- 
come. Students in teacher-training colleges are keenly interested 
in what are to them new educational experiments, such as, for 
example, the Dalton Plan, and in other ideas which aim at giving 
the pupil greater means of self-expression. But what still seems to 
be lacking is any attempt to develop in the children the sense of 
being part of the community by practical rather than by purely 
theoretical means. There are indeed committees of elected repre- 
sentatives for form and school, but they often do not know what 
they are supposed to do or be. There are few of the debates, 
brains trusts, school parliaments, and other activities which are so 
familiar in Britain. Many teachers seemed to have no idea of how 
to start the children off on the right lines, though they recognize 
in principle the need to stimulate a civic sense in their pupils. 
University students have little time or energy for activities or 
interests outside their academic studies; not only must they get 
through their course in the shortest possible time in order to begin 
to earn a living, but they must take some kind of job during their 
vacation to earn their keep. Moreover, there are still too many 
professors who look on themselves as guardians of the highest of 
high German academic traditions, not appreciated at their true 
value by British and American Occupation authorities. In their 
jealous conservatism they often appear to be supporters not only 
of academic, but also of nationalist traditions. 
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[t would be absurd to pretend that British ideas and traditions 

the British way of life—could or should be transplanted to an- 
other European country. The most that can happen under 
Occupation is that individuals can, and do, influence other indi- 
iduals with whom they come into contact. Yet the development 
of a community sense in Germany is to the British mind an 
essential pre-requisite of the proper working of democracy there. 
It is not without significance that newspaper reports of the 
elections in Western Germany on 14 August said that German 
youth was conspicuous by its absence from the polls. ‘The absence 
of youth was probably due to a combination of this passion for 
perfection (and its consequent dislike of party politics as a dirty 
game) and lack of civic sense .The same factors are perhaps also 
responsible for the tendency to form small ‘independent’ groups 
of ‘like-minded’ people, pursuing some particular interest. 

‘Quite apart from the healthier, if noisier, forms of nationalism 
practised by the major parliamentary parties, there is enough 
activity by groups hostile, indifferent, or superior to the whole 
parliamentary game to make a coherent and depressing picture.” 
The election results might at first glance seem to falsify this 
description of the political campaign which preceded them. The 
fact that 78.5 per cent (an unexpectedly high total) of the electors 
went to the ‘poll is certainly an encouraging sign. On the other 
hand, the smaller parties—excluding, that is, the Christian Demo- 
crats, Social Democrats, and Free Democrats—together received 
nearly one quarter of the votes cast. The Right-wing German 
Party and German Right Party together won 22 seats. Equally 
triking is the high percentage of votes cast in Bavaria for the 
conomic Reconstruction Union led, by Herr Loritz, and the 
Bavarian Party, which together have 29 seats. ‘Not only did 
682,000 Bavarians vote for Herr Loritz’s excitable mixture of 
hetoric and sensationalism, but 987,000 voted for the Bavarian 
Separatists whose ‘“‘nationalism”’ is not less violent for being 
restricted to Bavaria.’* This article has not attempted to discuss 
party politics in Western Germany, nor, therefore, to give a con- 

lered estimate of the consequences of the elections; but it must 
e clear to any one who knows post-war Germany that, economic 

hceulties apart, it is by the success of the major political parties 
vercoming the lack of interest in parliamentary government, 
pled with an active dislike of it among certain groups, far more 
by any particular set of policies pursued by the newly-elected 
vernment in the immediate future, that the chances for 
cracy in Western Germany must be measured. 


} 


H. G. L. 


iester Guardian, 9 August 1949. ? The Times, 16 August 1949. 











i 


tata e tae 
«tw 


. 


Moliete th. 
owe be ae FE 


femme een o- ** 
Ff 

nee 
se 


iit 


ViNTWE RNITY 


as538 S ene TREE © 


MUSICAL CHAIRS IN SIAM’ 


F the political aptitude of a nation can be measured by the 
degree to which its policies have proved successful, the 
Siamese leaders in the last hundred years have shown themselves 
to be exceptionally skilful. During the period of Western expansion 
in the Far East Siam was the only country in South-East Asia 
which succeeded in retaining her independence, and today, while 
virtual anarchy reigns in Burma, and Malaya, Indo-China, and 
Indonesia are faced with Communist or Nationalist risings, Siam 
remains prosperous and comparatively immune from such 
political problems. Can this immunity from the ills which have 
beset her neighbours be explained as a fortuitous dispensation of 
providence, or does it reveal superior statecraft on the part of her 
leaders? 


HISTORICAL INTRODUCTION 

A study of Siamese history in the last century reveals two funda- 
mental principles upon which policy has been based. These are, 
first, the preservation of her neutrality by playing off one great 
Power against another; and secondly, the maintenance of a 
stable government with a sound economic policy, so as to afford 
no pretext for foreign intervention, either to restore order or to 
obtain an economic stranglehold on the country. These two basic 
principles of policy, both designed to preserve the independence of 
Siam, may be said to have been initiated by King Mongkut, who 
came to the throne in 1851. He recognized that if Siam were to 
avoid the fate of other Eastern nations she must come to terms 
with the West and learn Western methods. He therefore concluded 
treaties of friendship and commerce with all the leading Powers 
and engaged foreign advisers to reorganize the administration on 
Western lines. These advisers were carefully selected to ensure 
that no one nationality predominated and thereby assumed too 
great an influence. As a further precaution the chief adviser was 
always an American, since the United States at that period was | 

1 In May 1949 Marshal Pibul announced that Siam should in future be known 
as Thailand, and the Siamese Embassy in London made an official notification 
to this effect in June. The official name of Siam had already once been changed 
to Thailand, in 1939, also on the initiative of Marshal Pibul, who stated then 
that he hoped to unite the Thai people on both sides of the frontier under one 
rule. In 1946, as a sign that these aspirations had been abandoned, the name was | 
changed back to Siam. The latest change has met with a certain amount 
protest owing to its war-time associations, so, as it has not yet been approved 
by Parliament and the King, and therefore has not yet become law, the name 
Siam has been used throughout this article. For a Siamese protest at the change 
see The Standard, 4 June 1949 (published in Bangkok), p. ro. 
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considered the least aggressive of the Western nations. By intro- 
ducing internal reforms modelled on the West, by sending 
Siamese students to Europe and America for education, and by a 
skilful policy of playing off one Power against another—usually 
Great Britain against France—King Mongkut and his successors 
preserved the independence of their country. This period of 
enlightened despotism (for the reforms did not affect the absolute 
position of the monarch) lasted until the coup d’état of 1932, when 
the absolute monarchy was replaced by a constitutional one. 


THE COUP D’ETAT TO THE PACIFIC WAR 

[t was ironical that the men who staged the coup d’état which 
was to end the power of the royal house were largely drawn from 
the new class of intelligentsia brought into being as a result of the 
royal education policy. These Western-educated Siamese (mostly 
of noble birth) who were dissatisfied with the small part they were 
permitted to play in the affairs of their country—for the govern- 
ment was in the hands of the King and members of the Royal 
family—combined with a group of Army and Navy officers to 
seize power and introduce a ‘constitutional’ system of government 
into Siam. 

The coup was carried out with the moderation and lack of blood- 
shed which appears to be a characteristic of modern Siamese 
revolutions. This was doubtless partly due to the peaceable dis- 
position of the Siamese and to their traditional courtesy, which was 
revealed in the ceremony in which the ‘promoters’ of the coup 
d'état made a public statement acknowledging the many benefits 
Siam had received from the royal house and asking the King’s 
forgiveness for any discourteous remarks which might have 
escaped them in the heat of action. But probably a more potent 
factor in favour of moderation was the fear that a political up- 

aval would invite foreign intervention—the bogey of all Siamese 
statesmen. 

The new Constitution reduced the power of the sovereign to 
that of a constitutional monarch, precluded royal princes from 
holding any political office, and provided for a single-chamber 
legislature half of whose members were to be elected by popular 
suffrage, the remainder being appointed, nominally by the Crown, 

\t in fact by the members of the so-called People’s Party which 

id carried out the coup d’état. These reforms constituted a step in 
he direction of democracy, but the Government was still not 
lemocratic in the Western sense, nor was it claimed to be, for 

ugh the ‘promoters’ had labelled themselves the People’s 
Party theirs was in no sense a ‘popular’ rising. The general public 
was illiterate, politically untutored, and totally indifferent to 
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changes in government in which it played no part. An interim 
period of tutelage was therefore proposed, to last about ten years, 
until the people were considered ripe for a democratic form of 
government. ‘The 1932 coup was really a palace revolution which 
resulted, not in popular government, but in a transfer of power 
from the Crown and royal family to the small group of aristo- 
cratic intellectuals and Army officers known as the ‘promoters’ 
who engineered the conspiracy and who have remained in power 
ever since. 

They included two outstanding personalities, Nai Pridi 
Panomyong’ and Field-Marshal Luang Pibul Songgram, each of 
whom has played a leading part in the country’s affairs ever since. 
At times indeed it has appeared as though Siamese politics could 
be almost reduced to a duel for supremacy between these two. 
Both studied in France, Pibul as a soldier and Pridi as a lawyer, 
and both helped to organize the coup d’état. During its execution, 
however, and in the negotiations which followed, Nai Pridi the 
civilian and the leader of the intellectuals appeared to have the 
greater influence, although neither at first openly assumed control. 
The first Prime Minister, Phya Manopakorn, was not drawn from 
the ranks of the ‘promoters’, who with a modesty unusual in a 
revolutionary party had announced that they were conscious of 
their political inexperience and would therefore invite former 
administrators of good repute to take part in the Government. 
Manopakorn proved too conservative for the ‘promoters’, how- 
ever, and an attempt to suspend the new Constitution caused his 
downfall. He was replaced in 1933 by Phya Phahol (Colonel 
Phya Phahol Pholphayuha Sena), one of the leading military 
participators in the coup d’état, who remained in office until 
December 1938 preserving the balance between the liberal faction 
headed by Pridi and the military faction led by Pibul. During this 
period constructive reforms were introduced, particularly in the 
spheres of education, local government, and the tariff system. A 
drastic economic policy advocated by Nai Pridi, which envisaged 
the nationalization of land, caused much controversy and cul- 
minated in Pridi resigning his government position and leaving 
the country for a short period; but despite this minor setback he 
still retained considerable influence in the government. Mean- 
while the military faction headed by Pibul was gradually assuming 
control, having contrived to place its adherents in key posts, and 
on the retirement of Phya Phahol in 1938 the new Government 
was headed by Pibul. 


1 At this period Nai Pridi Panomyong was usually referred to as Luang 
Pradist Manudharm, but since the war he has elected to discard this title; it 
therefore seems less confusing to call him Nai Pridi throughout this article. 
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Under the Pibul régime many of the democratic features of the 
earlier Government disappeared. These changes were introduced 
gradually, and a number of ‘liberals’, including Pridi, were allowed 
to remain in office, probably in order to maintain a facade of 
democratic government. But by 1941 Siam had become a military 
dictatorship, and Pibul openly referred to himself as ‘Leader’ of 
the Siamese people after bringing his country into the war on 
the side of Japan. 

The reasons which prompted this step are uncertain. In the 
beginning of the century Japanese influence was not strong in Siam. 
The Siamese, like all Asian nations, had applauded Japan’s 
triumph in the Russo-Japanese war, but they continued to send 
their sons to Europe for education and to choose mainly Western 
advisers. In the early ’thirties, however, partly because it was 
cheaper and Siam was suffering from the depression, an increasing 
number of students went to Japan. Japan, on her part, wooed the 
Siamese assiduously, offering scholarships to students and free 
visits to Japan to journalists, and organizing a succession of 
economic and cultural missions stressing the ties between the two 
countries. At the same time the Japanese Naval and Military 
Attachés—and it was significant that Japan was the only foreign 
Power to be thus represented—kept Siam fully informed of the 
military strength of Japan. 

The effect of this policy was first apparent in 1933 when the 
Siamese delegate to the League of Nations was instructed to 
abstain from joining in the vote of censure on Japanese aggression 

1} Manchuria. ‘This gesture has sometimes been cited as the first 
indication of a pro-Japanese policy. It seems more probable, 
however, that the Siamese leaders, recognizing the advent of a 
new and aggressive Power in the East, resorted to their tra- 
litional policy of equilibrium. 

Since the strategic position of Siam afforded an obvious spring- 

urd for a Japanese invasion of Malaya, Pibul was faced with 

ree possible courses. He could have followed Siam’s much- 
vaunted policy of resisting foreign aggression from any quarter. 
Or he could have adopted an attitude of dignified protest, possibly 
tering a token resistance similar to that of such countries as 
nmark or Luxembourg in the face of German aggression. 
nstead, he elected to enter into ‘voluntary partnership’ with 
pan, hoping thereby to preserve at least a measure of independ- 
This decision involved violation of the non-aggression pact 

n Great Britain which Siam had signed in 1940; and the assump- 

fa Western defeat on which it was based was to prove false. 
theless Pibul’s action undoubtedly spared Siam the full 

{ war and its attendant miseries. 
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The Japanese used Siam as a military base, but interfered little 
in internal administration. The Siamese on their part showed no 
enthusiasm for their Japanese ‘allies’ despite the latters’ favourable 
intervention in the Franco-Siamese boundary dispute in 1941 
and the bribe of four Malay and two Shan states in 1943. Indeed, 
as the war progressed and conditions deteriorated Pibul became 
increasingly unpopular. Meanwhile, his rival Pridi, who was 
secretly organizing a Free Thai resistance movement, was rapidly 
regaining influence. In the middle of 1944 Pibul found it expedient 
to resign, the ostensible reason being an adverse vote in the 
Assembly. He was replaced as premier by Kuang Abhaiwong, 
although Nai Pridi, who held the position of Regent,* was the 
most powerful influence behind the new régime. During this last 
phase of the Pacific War the Abhaiwong Government, while 
nominally collaborating with Japan, took the first steps in restor- 
ing the democratic liberties which had been suppressed by Pibul. 


THE POST-WAR PERIOD: INTERNATIONAL RELATIONS 
Upon the surrender of their nominal ally Japan, the Siamese 


leaders were faced with the task of reinstating themselves in the | 


favour of the victorious Western Powers. Owing to their passive 
réle in the war and to the activities of the Free Thais they had 


aroused but little animosity among the Allies, and indeed the | 


United States had never even acknowledged the Siamese declara- 
tion of war, which had been repudiated by the Siamese Ambass:- 
dor in Washington as not expressing the will of the people. The 
Americans thus considered Siam to have been an enemy-occupied 
rather than an enemy country, and post-war relations between the 
two countries were therefore cordial from the outset. 

The British attitude towards Siam was at first rather less lenient 
than the American, perhaps because British territories had been 
directly affected by her war-time activities, first through the 
adverse effect on the Malayan campaign of Siamese collaboration 
with Japan, and secondly by Siam’s appropriation of Malayan and 
Burmese territory in 1943. But a peace treaty was eventuall) 
signed in January 1946.° The terms included the restitution of 
British territory annexed by Siam, compensation to British 
subjects for losses and damage to property, and reparations in the 
form of surplus rice to a maximum of 1,500,000 tons which wa 
designed for the relief of deficit areas in South-East Asia. i 
practice this last clause had to be considerably modified. Consign- 


1 Kuang Abhaiwong, who was also a ‘promoter’, belonged to the Democratic 
Party and was a member of the Free Thai resistance movement. 

2 King Ananda Mahidol was at school in Switzerland throughout the war 

® For details of the preceding negotiations see ‘Britain and Siam: The Latest 
Phase’, by Alec Peterson, in Pacific Affairs, December 1946. 
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ments of ‘free’ rice were so slow in coming and of such poor quality, 
and the world shortage was so acute, that in May 1946 Great 
Britain agreed to purchase the rice, after which deliveries improved. 
Since then relations between Great Britain and Siam have become 
increasingly friendly, particularly during the last year, when the 
two countries have co-operated on the Malaya-Siam frontier in 
the common fight against Chinese Communists. 

The signing of the Anglo-Siamese Peace Treaty was the pre- 
lude to the re-opening of diplomatic relations with the Western 
Powers. The next step was to gain admission to the United 
Nations, but France, from whom Siam had seized territory in 
1941, had first to be propitiated. In the Franco-Siamese Treaty 
of 1907 under which Siam had ceded territory to France she had 
.greed to respect the boundaries then laid down; but the provisions 

he Treaty had always been unpopular in Siam, so Marshal 
Pibul exploited the period of French weakness to demand a 
('reaty revision in Siam’s favour, and in 1941, under Japanese 
pressure, the Vichy Government had agreed to her demands. 
After the defeat of Japan frontier incidents occurred and Siam 
hoped to refer the question to the Security Council for arbitration, 
but France, supported by Britain and the United States, insisted 
on a direct settlement and the return of her stolen provinces, 
threatening to veto Siam’s application to the United Nations unless 
he complied. An agreement was signed between the two countries 

November 1946, and diplomatic relations were restored. Even 

nce the settlement, however, minor frontier incidents have 

en place, usually caused by French soldiers or police crossing 
he frontier in pursuit of Vietnamese fugitives. 

Since the surrender the Soviet Union has shown signs of 
ssuming Japan’s former réle as counterpoise to the Western 
rs in the traditional Siamese policy of equilibrium. Although 
t commitments in Siam, and indeed in the whole of South- 
Asia, are negligible, the Soviet Union has assumed a new 
yrtance in this area owing to two factors: her ability to veto 

ive candidates to the United Nations, and her probable 
ion nce on local Communist movements. Considerable specula- 
as therefore aroused in the beginning of 1947 when it was 
need that the Soviet Union was resuming diplomatic 
ns with Siam and opening a Soviet Legation at Bangkok. 
new Legation was suspected of providing cover for Com- 
intrigues in South-East Asia, and, since the post-war 
Governments have otherwise taken energetic steps to 
the spread of Communism, the Legation was rumoured 
price exacted by the Soviet Union for not opposing the 

of Siam to the United Nations in December 1946. 
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POST-WAR INTERNAL POLITICS 

Upon the Japanese surrender the war-time Government 
resigned in favour of a caretaker Government, which in turn was 
replaced by two short-lived Governments, the first headed by 
Seni Pramoj (Mom Rajawongse Seni Pramoj), war-time Ambas- 
sador to the United States, and the second by Kuang Abhaiwong, 
who had succeeded Pibul as war-time Prime Minister. During 
this period the rising star of Pridi’s influence reached its zenith. 
He was created an Elder Statesman and his followers, chiefly 
members of the resistance movement, controlled the country, 
But he did not assume the premiership until the resignation of 
Kuang Abhaiwong in March 1946. 

It was felt that the time had come to replace the period of 
tutelage, which had long exceeded its allotted span, by a more 
democratic form of government, so a new Constitution was drafted 
in 1946 which provided for a bicameral system whose members 
should be elected by popular vote. As a concession to the appointed 
members then in office it was arranged that the members of the 
existing Assembly should elect an interim Upper House. This 
resulted in virtually all the appointed members of the Assembly 
being elected to the Senate or Upper House of the new National 
Assembly, which was empowered to initiate legislation and pass 


a vote of confidence, but not of censure. Other constitutional | 


changes included the omission of the clause excluding members 
of the royal family from politics. 

Elections for replacing the nominated members in the Lower 
House were planned for August 1946, but on g June an event 
occurred which has to remain an issue in Siamese politics ever 
since. The twenty-year-old King, who had returned from Switzer- 
land the previous December, was found dead in the palace with a 
bullet wound through the head. Six hours after the body was dis- 
covered the Government issued a communiqué stating that the 
King’s death was due to an ‘accident’ while handling a revolver. 
But this explanation was not supported by the evidence of the 
medical commission which conducted the post mortem, and 
rumours that the King had been assassinated became widespread. 
At the same time a whispering campaign suggesting that Pridi 
and his followers were implicated aroused popular feeling against 
them. This sentiment became so pronounced that on 21 August 
Pridi resigned with his Cabinet, although the elections for the 
Lower House at the beginning of the month had resulted in a 
decisive victory for his party." He was succeeded by Rear-Admiral 
Luang Dhamrong Nawasawat, also a ‘promoter’ and one of his 


1 The Constitutional Front, a coalition of the Constitutional Party and the 
Co-operative (Sahacheep) Party. 
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supporters, for the Siamese Navy, in contrast to the Army, has 
actively supported Pridi. 

King Amanda Mahidol was succeeded by his brother Phumiphon 
Aduldet, who returned to Switzerland shortly after his accession 
to continue his education, a Council of Regents being appointed in 
his absence since he was not of age. A public commission of 
inquiry was set up to investigate the cause of the late King’s death, 
but its inconclusive findings did nothing to allay popular sus- 
picions. They were the more easily aroused as the adherents of 
Pridi, who had dominated the political scene since the surrender, 
had become increasingly unpopular. They were accused of in- 
competence and corrupt practices, and of storing arms supplied 
during the war by the Allies for use at a future date. 

In April 1947 Pridi formally resigned from the Assembly and 
in the same month Pibul, who had escaped conviction as a war 
criminal,” announced his return to politics as leader of the ‘Right 
is Might’ (Tharmathupat) party. Seven months later with army 
support he seized power in a coup d’état on 2 November. A state 
of emergency was declared, and a number of Pridi’s supporters 
were arrested on charges of having plotted the overthrow of the 
King in favour of a Republic, but Pridi himself escaped abroad 
with naval connivance. Nai Kuang Abhaiwong was appointed 
Premier and his position was confirmed in January by popular 
elections. This apparent adherence to democratic procedure 
llayed the fears of the Western Powers, who had at first shown 
reluctance to recognize a government imposed by force and domin- 
ated by Pibul. These fears proved justified, for having once 

cured foreign recognition Pibul assumed the Premiership after 

upporters had forced the Abhaiwong Government to resign. 
\fter initial hesitations, however, his Government was in turn 
recognized by the various foreign Powers. Marshal Pibul has 
remained in control ever since, and the increasing prosperity of 
Siam under his Government has won the reluctant approval of 
most foreign observers as well as consolidating his position within 
the country, although this is still based primarily on military 
support. 

It must be admitted that Siam’s prosperity since the war has 
been largely based on her position as one of the two chief rice- 

xporting countries in a time of general rice shortage. While it is 
not proposed to elaborate on what is really an economic subject, it 
vould be unrealistic to avoid mention of rice exports since these 
ve been the trump card in the Siamese political hand. Although 
n was a loser in the war, she is today the most prosperous 


mese Courts ruled that the law governing such crimes could not be 
roactive. 
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country in South-East Asia. She owes this position to her ever- 
increasing exports of rice and the consequent dollar and sterling 
earnings which have enabled her to buy machinery and build up 
the country’s economy. At the same time credit must be given to 
the Siamese leaders for maintaining a comparatively stable 
government which has encouraged production, in contrast to the 
disturbed political conditions which have hampered the export of 
rice from Burma and Indo-China. Moreover Siam has also had to 
contend with political problems, for the Malays and the Chinese, 
the two most important minority groups, have both been respons- 
ible for disturbances. 

After the war the Malay population in the four southern states 
of Siam, numbering about 700,000, who had been hardly treated 
under the earlier Pibul administration, demanded cultural con- 
cessions including freedom of worship, the teaching of Malay 
in schools, and the appointment of Muslim administrators. There 
was also an irredentist movement which favoured incorporating 
the four states in the Federation of Malaya. Serious disturbances 
occurred in April 1948 when 1,000 Malays were reported to be in 
armed revolt, and order was only restored after military action had 
been taken. Following these disturbances, however, the Siamese 
Government had the wisdom to appoint a commission of inquiry 
into Malay grievances, and as a result of its recommendations 
various reforms have been introduced. 

The Chinese population, on the other hand, numbering 2 to 3 
million, constitutes a more serious problem, for the habitual 
antagonism towards the Chinese on economic grounds has lately 
been reinforced by fear of their political affiliations with the Com- 
munist movement. During 1948 discrimination against the 
Chinese population provoked diplomatic protests from the 
Chinese Government. In November it was reported that the 
Chinese immigration quota would be drastically reduced, and in 
February 1949 regulations were introduced reserving a number of 
occupations for Siamese nationals. In the same month a number 
of Chinese were arrested in connection with an alleged Chinese 
Communist conspiracy. 

The growing menace of Communism in Asia has caused the 
Siamese Government much concern, and, in addition to the above 
mentioned measures directed at the Chinese population, the 
screening of all Government Departments for Communist sus- 
pects was ordered last October. The Siamese Government has also 
worked in close collaboration with the Government of Malaya 
with a view to preventing the infiltration of Chinese Communists 
from Malaya, and has received military equipment from Great 
Britain for this purpose. The Siamese population has shown little 
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inclination towards Communism, probably because the country is 

prosperous and not over-populated and most of the peasants 

cultivate their own land. Moreover, since Siam is independent 
there is no nationalist movement to provide fruitful soil for Com- 
munist doctrine as elsewhere in South-East Asia. 

The followers of Pridi have made two abortive attempts to over- 
throw the Pibul régime. On the first occasion (September 1948) 
their indignation had been aroused by the re- opening of inquiries 
into the King’s death followed by sensational accusations implicat- 
ing Pridi and his secretary in his murder. The conspirators seized 
the Defence Ministry but were surrounded and surrendered after 
a nominal resistance. Order was soon restored and a number of 
urrests were made. The second attempt, which took place last 
February, was also doomed to failure, for the Government was on 
the alert, having declared a state of emergency a few days earlier 
to meet the Chinese Communist conspiracy already mentioned. A 
number of people were arrested but Nai Pridi once more evaded 
capture. This latest coup resulted in more serious casualties than is 
customary in Siamese revolutions, which traditionally avoid 
bloodshed, owing to a sudden flareup of Army and Navy antag- 
nism which resulted in street fighting between soldiers and sailors. 
Order was only restored after Marshal Pibul had intervened 
personally, supported by senior officers of both Services. A com- 

ission has since been appointed to inquire into the causes of ill- 

In the last few months the political situation appears to have 
een comparatively peaceful. The new Constitution, which has 
een amended to strengthen the position of the monarch and 
modify the powers of the Senate, was ratified in March. Its 

omulgation was planned for July but the final date was to be 

sen by the astrologers to ensure that it was auspicious. The 
of emergency ended in May, and in the end of June Marshal 

Pibul was re-appointed Premier following his resignation at the 

ing of Parliament in accordance with Siamese constitutional 

cedure. 

There is a Ruritanian atmosphere about politics in Siam, with 
lash of personalities, its intrigues, and the mystery surround- 
the King’s death. But if her light-hearted statesmen escape 

dances in disguise following a rival’s political coup, or plan 
odless’ revolutions as though they were moves in a game of 
should not be forgotten that they have also proved 
onally skilful in bringing their country almost unscathed 

a period of world chaos. 


S. H. 
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PERSIA REVISITED 


NINE months’ stay in Persia, covering 8,500 miles by car 

and visiting all the important towns of the plateau, affords 
many new impressions, even, or perhaps especially, if one has 
known the country well in the past. This article will not attempt 
to give a general overall picture, but will confine itself to picking 
out a few of the salient features of the Persian scene today. 


COMMUNICATIONS 

The person who travels by car in a country like Persia is interest- 
ed from the first day, and day by day, in the condition of the roads. 
These proved surprisingly good. Most of the trunk roads had been 
rebuilt by the Allies during the war; and some of them had been 
asphalted. On a previous visit to Persia in 1946 the asphalt was 
beginning to show signs of wear, and it seemed as if the Ministry 
of Communications was allowing it to disintegrate. But now the 
potholes have been filled and the corrugations flattened. More 
than that, the asphalt has been extended by the Persians from 
Kazvin to Tehran, and from Tehran to Qiim. And work has been 
started on the road from Qiim to Ispahan. The Seven-Year Plan 

makes provision for the asphalting of all the trunk roads of Persia. 
Such an undertaking would quickly pay for itself by the saving in 
time, petrol, and tyres, and in wear and tear on vehicles. 

The non-asphalted trunk roads, too, are on the whole quite 
good. Ordinary macadam has been a failure in Persia. The icy 
winters and the short but tempestuous rainy season—followed 
by many months of burning heat—break up the surface; for there 
is not enough moisture in the air to bind it. The Persians, with 
their traditional technique of trial and error, have devised a method 
of surfacing their macadam roads which may sound absurd, but 
which works surprisingly well: they cover the surface with two 
inches of loose gravel. This never binds; but as soon as it is cut 
up by the traffic, gangs of men with spades and rakes smooth it 
out again. The loose gravel is hard on tyres, but cars can run over 
it at a speed of fifty miles an hour without difficulty. 

Not much has been done recently in the way of building new 
trunk roads; the only one encountered on this particular tour was 
a road from Kirman to Bampir. But the Ministry of Communica- 
tions is fully alive to the importance of extending the road system 
and, like all spending departments, it has its eyes on the Seven- 
Year Plan. It was surprising, however, to see how many secondary 
roads had been built—or rather improvised—for joining the 
villages with the trunk system. A few of these are State enterprises 
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but most of the work has been done by the local Khans who have 
urged their peasants to widen and level out the tracks so that grain 
can be moved by lorry to the towns. Many villages are now 
accessible by car which formerly could only be reached on foot or 
on horseback. 

So much for the roads. To turn to the railways: development 
in this direction is proceeding slowly but steadily. The Tehran- 
Meshed line is in operation as far as Shahrid. From there work is 
proceeding on the embankment and culverts and should be com- 
pleted by 1950, as there are no bridges of any importance to be 
built. Deliveries of rails, hitherto much delayed, are now coming 
forward. The line will therefore probably be in operation by 1951. 

The embankment of the Southern line—which branches off 
from the Trans-Iranian at Qim—was finished some years ago as 
far as Yazd. But the work could not be completed because of the 
lack of rails. ‘That difficulty has now been overcome, and the work 
is going forward fairly fast. The Qim-Kashan section was opened 
a few weeks ago; and another year should bring the rails to Yazd. 
[t is planned to carry the line on to Kirman, and thence to Bam, 
Bampir and Chahbar Bay, which is the best harbour on the 
Makran coast. The bay is almost circular and extends about ten 


‘miles inland. There is good protection for ships from the summer 


monsoon and from northerly winds. Unfortunately few areas on 

this earth are more dolorous than the hinterland of Chahbar Bay. 

The Northern line—Tehran-Kazvin-Zenjan-Mianeh-Tabriz— 

ached Mianeh in 1941; but there it stopped. And the Persians 

appear to have no intention of carrying it further, at any rate until 

their relations with the U.S.S.R. are happier than they are at 

resent. ‘Tabriz is, of course, already linked with the Russian 

system by a perilous line over which trains used to move at odd 

ents. But even those trains have ceased. Clearly the Persians 

ive no intention of connecting this Tabriz-Julfa segment with 

eir main system. 

‘he section between Kazvin and Mianeh, although complete 

h embankment, culverts, sleepers, rails, and neat little stations, 

ve no sign of life. Driving parallel with it for many miles on the 

l'abriz and back, not a train, a coach, a freight car or an 

rine was seen. This may be because Mianeh is a small place, 
nsuited to be a railhead and without storage facilities. 


MORALE 
a previous visit to Persia in 1946 the writer found a general 
sphere of low morale—pessimism, irresolution, and des- 
r were widespread. At that time the Tudeh Party, with Russian 
was fomenting disorders wherever it judged that the 
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terrain was favourable. An insurgent Government, under the aegis 
of Russia, had seized power in Azerbaijan; and the central 
authority, unable to suppress the insurrection, had negotiated an 
appeasement treaty with the rebels. Fars was in revolt; and there, 
too, the rebels had been appeased with promises. There was a 
serious outbreak of violence in the oil fields. A new Majlis was 
about to be elected; and it looked as if the Tudeh Party might 
either win outright or else gain sufficient strength to seize power, 
with Russian support. The formation by the Tudeh Party of a 
‘Freedom Front’ was a familiar and ominous manoeuvre. 

It was not surprising, therefore, that under these conditions 
morale in Tehran should be at a low ebb. Most thinking Persians 
believed that their country was about to go the way of Poland and 
the Balkan States. For them the end was in sight. Only those were 
at ease who cherished the mystic formula that ‘Persia had seen 
many crises in her history yet she had survived them all’. 

Strangely enough, they were right. Not only did Persia survive, 
but she is very much alive today. The question is often asked how 
it came about that the Russians so passively accepted the disrup- 
tion of their careful plans, and particularly the overthrow of their 
puppet government in Azerbaijan. The answer may well be that 
they were taken by surprise. It will be remembered that before 
Qavam ordered the troops to march into the province the Soviet 
Ambassador had warned him against any such movement. The 
fact that the warning was given is an indication that it was regarded 
as sufficient; for presumably the Ambassador would not have 
deliberately laid himself open to a snub. No doubt the Russians 
further reasoned that if Qavam, in spite of their warning, should 
order the troops to advance, the Azerbaijan Government (which 
had issued the usual ‘Do or die’ formula) would put up a fight, and 
might give the Soviet Government a pretext for re-entering Persia 
to restore order. 

Qavam, however, to his credit, ignored the warning. He had 
taken the measure of the Azerbaijan Government, and he had 
secured—in the accepted Persian manner—a number of friends 
in the enemy’s camp. So the order was given, the troops marched 
in, and the Azerbaijan Government collapsed. Tabriz was occu- 
pied, and the insurgent Ministers had fled across the border almost 
before the Russians were aware of what had happened. Moscow 
must have hesitated a long time before deciding that it was wiser 
for them to take their medicine. The Russians have, after all, a 
monumental patience. 

The re-entry of Azerbaijan into the fold was received with 
jubilation throughout the country. The Tudeh Party was every- 
where in retreat. Its leaders were either arrested or else retired into 
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harmless obscurity. There was a feeling everywhere that the 
Soviet plans had been upset, and for the time being, at least, 
there was nothing to fear from Russia. The barometer of Persian 
morale began steadily to rise. 

With few momentary setbacks it has been rising ever since. 
Two main causes have contributed to the persistence of the up- 
ward movement: first, the steady support of the United States; and 
second, the emergence of a Western Union, followed by the 
signature of the Atlantic Treaty. Persia no longer feels that she is 
isolated and at the mercy of her neighbour. By reason of America’s 
interest and support she regards herself as a link in the long 
chain which, beginning in Scandinavia, carries on through Britain, 
France, Italy, Greece, and Turkey, to herself. Her new-found 
confidence is manifested in a marked degree by the tone of her 
recent replies to offensive broadcasts from Moscow. Persia now 
gives as much as she gets. Such a bearing would have been incon- 
ceivable a few years ago. 

So much for morale. It merits attention, not only because it is 
an indication of the trend of affairs in Persia itself, but also because 
there, more than in any other country, Soviet influence and power 
have received a definite check and are for the moment in retreat. 
he retreat may not be lasting, but it is unmistakable. 

In spite of the undoubted improvement in morale, as compared 

th the deplorable pessimism of 1946, the incorrigible Persian 
propensity for leaning on somebody else nevertheless persists. It 
is one of the less agreeable characteristics of that agreeable people. 
Typical of this were some of the questions asked. For example, 
such and such a statesman, politician, individual or group was 
known to be pro-British. Yet he had received no support from the 
British Embassy. Why? Or, if a moderate socialist party were 
formed, would it receive the support of the Foreign Office of the 
ritish Labour Government? Such questions were usually 
inswered firmly in the negative—with the suggestion that perhaps 
what Persia needed most was not statesmen, politicians or parties 
which leaned on Britain or Russia or the United States, but which 
walked on their own feet. 


FREEDOM 
ersia, like many of the Asian countries, is groping towards 
lemocracy on the Western model. In measuring her advance, 
er, it should be borne in mind that she was governed through 
y centuries by semi-benevolent and often somnolent oriental 
cracies, followed by the dynamic tyranny of Riza Shah; and 
t this was followed, in turn, by the tyranny of the occupation 
The last of these was withdrawn in 1946, but left behind it 
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a legacy of disruption and disorder which almost wrecked the 
Persian State. Only during the last three years has Persia been 
able to call her soul her own. It is not therefore surprising if 
landlords have failed to realize that they no longer possess the 
feudal powers which many of them, nevertheless, still attempt to 
exercise; or that the peasants have not yet discarded their serf 
mentality. Neither should Westerners be shocked if elections are 
manipulated or if the police are more inclined to hound than to 
protect the people. Ministers have still to learn that opinion cannot 
be stifled by suspending newspapers; and editors that restraint and 
dignity are their most powerful weapons. 

Nevertheless, after visiting every important city and town on 
the plateau and conversing with people in all walks of life, the 
writer was persuaded that a wind of freedom is blowing across 
Persia. For the first time in his experience opinion was freely 
expressed, discussion and criticism were open and untrammelled. 
There was no more glancing over the shoulder or lowering the 
voice. Parliament, for the first time, was bullying the Executive. 
As for the press, if controversies, criticism, and invective be indices 
of freedom, it is free indeed. 

But, it may be asked, how can this movement towards free 
institutions be reconciled with two very obvious movements in the 
opposite direction: an undoubted recrudescence of the power of the 
clergy, and the re-adoption of the veil by most of the women of the 
country? Yet, is there really a contradiction here? The power of the 
clergy was broken by Riza Shah, and it was he who ordered his 
minions to tear the veils from the faces of the women. Both acts, 
however politic, were acts of tyranny. Today the clergy are free to 
reopen and to repair their abandoned colleges (many of them 
buildings of renown which were falling into wrack), to fill them 
with young students, and to teach and practise religion. And the 
women are free to cover or uncover their faces—as they choose. 
The more sophisticated women of the capital still cling to the 
western mode, but in the provinces the veil is almost as widely 
worn as it used to be before Riza Shah’s era of reform. The 
resumption of the veil was said to be largely due to economic 
causes: a western dress with a western hat are costly; whereas a 
cotton chadir is cheap, while at the same time it may effectively 
conceal the shabbiness of the under-garments. 

Another pleasant evidence of the return to sanity and freedom 
was found in Khurasan. The Khurasan peasant had for many 
centuries worn a turban, white or brown, or, if he were of holy 
lineage, green or dark blue. But the reforming Shah made him 
discard this démodé head-dress and affect, at first, a kind of French 
kepi, and later, a felt hat or cloth cap. The peasants of Khurasan 
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have now done away with these absurdities and have resumed their 
traditional head-dress. 

The Persian people may propertly congratulate themselves on 
their enhanced morale and their broadened freedoms. But, at the 
same time, the candid observer cannot overlook an ethical disease 
which has overtaken them and which today permeates most of 
their activities: corruption. This is, of course, a disease which is 
endemic in the Middle East. In normal times it is mild in character 
and restricted in its incidence. But in periods of war and inflation 
it becomes widespread and virulent. Tehran, which is the political, 
administrative, and financial centre of Persia, is the focus of the 
disease. One gains the impression, after observing for a few weeks 
the vulgar ostentation in that parvenu city without a history, that 


the wealth of the country is gravitating into the hands of those who 
least understand its uses. 


THE SHAH 

The present ruler, Mohammed Riza Shah, has been described 
by one who has had many opportunities of meeting him at close 
quarters as having the makings of a very fine ruler. This seems to 
be the general opinion—except among those elements which take 
their cue from Moscow. He seems to have inherited much of his 
father’s drive, plus a genuine attachment to the democratic system 
which he may have acquired from his Swiss education. He has so 
far steadily resisted pressure—and at times there appears to have 
been a good deal of pressure upon him—to assume extra-consti- 
tutional powers. From time to time he makes speeches which are 
the speeches that one would expect from a would-be Dictator. 
hey are full of good sense. Some months ago five bullets were 


Hr 


fired at him by an individual whose mind appears to have become 
ibalanced by over-indulgence in Communist literature. The 
Shah endeavoured to close with his assailant and this probably 
saved his life. The incident, and his gallant demeanour, added 
greatly to his popularity. It was also a heaven-sent opportunity for 
the Government to round up a good many Communists and fellow- 
ellers who were beginning to reassert themselves after the 
verbaijan débacle. Martial Law was also proclaimed, and still 
in the capital. 
it is interesting to find that the renown of the Shah’s father, 
e late Shah Riza Pahlevi, is now not only admitted, but em- 
ved, even by the intelligentsia who support the present con- 
tional régime. For the magnitude of Riza Shah’s achievements 
there for all men to see; while the hatreds engendered by his 
ny are being forgotten. He is regarded in Persia today as the 
vereign since that almost legendary Prince, Shah Abbas 
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I. The Majlis recently conferred upon him the honorific title of 
“The Great’. 


THE XVTH MAJLIS 

The election which followed the recovery of Azerbaijan pro- 
duced a XVth Majlis which was no less humdrum than its pre- 
decessors. The ‘Tudeh Party, which, for all its faults, was organized 
and possessed some ginger, was discredited. It took no part in the 
election and was therefore, officially at least, not represented. The 
majority of the new members were conservative or moderate- 
centre in their views. They formed a tiresome body—mainly, it 
must be admitted, on account of the antiquated rules of procedure 
which governed their deliberations. A recent leader in The Time; 
referred to a filibustering exploit of a member who spoke for 
eight days. That is an indication of the almost unlimited licence 
which was permitted in the length and subject-matter of speeches. 
But there were other anomalies no less tiresome: interpolations and 
votes of confidence interrupted debates with monotonous fre- 
quency; accusations and counter-accusations were flung with 
startling irresponsibility across the floor; worst of all, the rules 
governing the quorum were such that opposition groups time and 
again could put a stop to the proceedings at the most critical 
moment by simply walking out. Nevertheless, with all its faults, the 
Majlis is a free and independent assembly. That, in an era of so 
many police-ridden States, is a fact of first importance. 

In February last, shortly after the attempt on his life, the Shah 
received in audience a number of the more prominent Members of 
Parliament, and informed them that, after consulting some of the 
Elder Statesmen of the country, he had decided to convoke 3 
Constituent Assembly to amend the Constitution. He pointed out 
that under the existing system the Legislature was able to paralyse 
the Executive, and that it was necessary to restore the balance 
between these two powers of the State. The news was well 
received by the country as a whole. Elections for the Constituent 
Assembly were held with surprising speed. Within three months 
important amendments had been passed which provide for a 
bicameral in place of a unicameral legislature (already provided for 
in the Constitution of 1906-7, but never implemented), and which 
give the Shah power to dissolve Parliament—with the proviso, 
however, that a new Parliament must be elected and must meet 
within three months. The next Majlis and Senate were also called 
upon to amend the procedure which governs their debates, in 
order to permit of a more rapid transaction of business. 

Furthermore, a new Bill has recently been introduced in the 
Majlis which requires voters to record their votes in writing on 
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special forms issued to them at the polling-stations. This appears 
to be a proper and innocent requirement. Actually it is important, 
because it eliminates the illiterate voter—an innovation which 
the Shah has been urging for some time. 

The present Cabinet, under the leadership of one of Persia’s 
most distinguished statesmen, Mohammed Sa’ed, after a shaky 
start has settled down to what looks like a steady innings. Mr 
Sa’ed may even carry his bat to the forthcoming General Election, 
which probably means that he will come in again. Meanwhile, 
there has been a good deal of talk in Tehran recently about the 
formation of a Moderate Socialist Party under the leadership of 
['agizadé, the former Iranian Ambassador to Britain. Taqizadé is 
one of the most distinguished of living Persians. He is Member of 
Parliament for Tabriz, and there is no Deputy who is listened to 
with greater respect and attention. He is the leader of an important 
group, some of whom, at least, are urging him to try to bring about 
the defeat of the Sa’ed Ministry and to form a government before 
the election; so that his party may enjoy the privileged position 
of a government in power at election time. But he is believed to be 
unwilling to make any move until he is assured of the support of a 
larger number of members than follow him at present. His long 
association with Great Britain has made him improperly suspect in 
the eyes of some less responsible members of the House; but his 
recent independent stand over the dispute with the Anglo- 
Iranian Oil Company may have cured his critics of that imbecility. 


THE SEVEN-YEAR PLAN 
The Seven-Year Plan was first proposed by the former Prime 
Minister, Qavam-os-Saltaneh, as part of the programme of his 
Democratic Party. At his instance a commission was appointed 
to draw up the Plan. It completed its labours about a year ago. 


Reckoning 200 rials as roughly equivalent to a pound, the Plan 
envisages a total expenditure of about {105 million sterling over 
seven years, or about {15 million a year. The expenditure is made 
up as follows: 
£ 
Agriculture 26,250,000 
Railways, ports, roads, aerodromes 25,000,000 
Industries and mines 15,000,000 
Oil (the exploitation of the northern 
oil fields) 5,000,000 
Posts, telephones, and telegraphs 3,750,000 
Public utilities, municipal develop- 
ment, and social reform 30,000,000 


105,000,000 





is a formidable but by no means an impossible sum for 
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Persia to raise. It is proposed to finance it by (1) loans from the 
International Bank for Reconstruction and Development; (2) in- 
creased royalties from the Anglo-Iranian Oil Co.; (3) loans. from 
Iranian Banks; and (4) private investment. The press has already 
pointed out that the increased royalties which the Persian Govern. 
ment expects to receive from the Oil Company will be enough to 
finance the project. An American firm of consulting engineers, 
Overseas Consultants, has been studying the technical side, and 
an economic commission the financial side, of the Plan. Meantime, 
the Shah has appointed his brother, Prince Abdur Riza, as super- 
visor of the Plan, with instructions to report to him direct. 

It is to be hoped that the same methods of control will be intro- 
duced in carrying out the Plan as were employed in the construc. 
tion of the Trans-Iranian Railway. In that enterprise a Scandina- 
vian firm of consulting engineers was engaged to survey the line; 
to divide it into sections and prepare drawings and specifications 
for each section; to invite tenders for each section separately; and 
to see that the work of construction was carried out according to 
specification. The result was that corrupt practices were eliminated, 
so that Persia now possesses a well-constructed railway at a low 
cost. In the present instance it is reported that the firm of Sir | 7 
Alexander Gibb & Partners, and perhaps other firms as well, will | 7 
be employed as consultants. 

People outside Persia may wonder how far the Seven-Year Plan 
is serious and is likely to be carried out. There is no doubt at all 
about the seriousness of the intentions of the Shah, the Cabinet, 
and the Majlis; nor of the support of the press. Many people, 
however, are sceptical because they feel that there will be oppor- | 7 
tunities beyond compute for bribery, corruption, and waste. It | 7 
seems probable that the success of the Plan as a whole will depend 
mainly upon three factors: (1) the successful outcome of the 
negotiations with the Anglo-Iranian Oil Co.—which will go far 
to solve the financial problem; (2) the employment of one or mort | 
first-class firms of consulting engineers, such as Sir Alexander 
Gibb & Partners; and (3) the quality of the support which the 
consultants will receive from the Shah, the Cabinet, the Majlis, 
and the press. If the consultants should be subjected to attacks, 
obstructions, and intrigues which might render their work im- 
possible, resignations might follow and the Plan might end in an 
orgy of rascality and waste. The Trans-Iranian, it must be remen- 
bered, was built during the dictatorship of Riza Shah, who gave 
the firm of Kamsax his full support. They did a first-class job 
and Persia got a good railway. It may be that Mohammed Riza 
Shah will give the new consultants his personal support as his 
father did; in which case all may turn out well, because his prestige 
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at present stands high in the country. As to the value of the Plan, 
economically and socially, taking both the long and short view, 
there can be no doubt whatever. If it is properly carried out it 
will certainly tend to raise the standard of living of the masses and 
will offer a potent alternative to Communism, that dark flood which 
has more than once threatened to engulf the country. 


A. C. E. 


THE ECONOMIC OUTLOOK IN INDIA 


HE habitual optimist in politics must be constantly irritated 

by the fact that the pessimist, like a woman, is so often right 

for the wrong reason; his forecast of particular ills may prove to be 
quite unfounded, and yet his general sense of impending calamity 
may be reliable. Optimists with regard to India have suffered this 
irritation in an acute form during recent months. When the 
ransfer of power to India took place in August 1947, many were 
he prophets of woe who foresaw all manner of evil after the 
departure of the British; law and order would break down, India 
would disintegrate, war with Pakistan would break out, and India 
iid soon be gripped by a spirit of political and economic 
lationism. In all these matters they were proved wrong. In spite 
of the growing menace of Communism, in most of India law and 
der are well maintained; the consolidation of the States into the 
of India has put an end to any present danger of disinte- 

n; the Kashmir issue has not resulted in general war between 

the two Dominions, though it has strained relations at times 
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ilmost to breaking point; and finally, India has shown a strong 
desire for close economic and political connection with the 
Commonwealth. 


On all these fronts the pessimists have been routed; but a few 
nonths ago a fresh cause of gloom arose from an unexpected 
ter, and prudent observers decided to postpone their cheering. 
the gloomiest of political Jeremiahs had predicted the 

s and rapid deterioration of the Indian economy and the 
t complete suspension of industrial expansion, which have 
so marked in recent months. Before the transfer of power the 


in many quarters, indeed, was to turn anxious eyes to- 
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wards the financial position of Pakistan,’ while taking for granted 
the soundness of the Indian economy. Few, if any, observers 
would adopt such a view now, and there is general agreement 
amongst those most concerned that economic India today pro- 
vides grave cause for anxiety. The feeling of Indian business men 
was well expressed by Darab Cursetji Driver in his ‘Taraprasad 
Khaitan lecture to the Calcutta University a few weeks ago. ‘Our 
economy,’ he said, ‘is broken and is very sick, the nerves of the 
risk-taking entrepreneur class are benumbed to undertake any 
new enterprise and its vitality is pressed out under the weight of 
excessive taxation, labour legislation, and Tribunal Awards.’ A 
similar view was taken early in the present year by the Indian 
Stock Exchanges, whose members, in a memorandum to the 
Government of India, forcefully drew attention to the spectacular 
fall in the value of securities, the continued rise of commodity 
prices, and the general unsoundness of the economic position. 
There is, indeed, almost universal agreement that the patient is 
sick, although opinions differ as to the causes and the treatment. 
It will perhaps be best to begin with a brief study of the symptoms. 

The symptom which appeared first, and which is still the most 
obvious, is the failure of the Government of India, despite the 
most sincere attempts, to counter inflation. Prices are still rising, 
and in the case of some commodities they are higher than ever. 
The ‘vicious spiral’ with which we are painfully familiar in 
England operates even more viciously in a country such as India, 
where standards of living are too low to provide a margin of slack 
which can be taken up in times of difficulty. The middle classes— 
clerks in Government offices or in business houses and the like— 
were hard put to it to make ends meet even before the war; today 
they are almost desperate, and not unnaturally add to the general 
pressure for higher salaries. Cost-of-living allowances, which are 
very general, force up prices still further, and yet leave these 
classes impoverished and hopeless. 

Still more serious are the present effects of inflation on costs of 
production, at a time when the buyers’ market is returning in 
many parts of the world, and when India’s need of earning foreign 
exchange is very great. The jute industry, an important pillar of 
India’s economy, has been paying for its raw material a price so 
high as to make it impossible to sell abroad at a profit. Jute is the 
ideal packing material for many commodities, but there are sub- 
stitutes, and when the price of jute goes beyond a certain level the 
world turns to them. At the moment the mills are losing many 
lakhs of rupees per month, and unless the price of raw jute— 
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1Cf. “The Economic Viability of Pakistan”, in The World Today, March 
1949. 
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which touched Rs.37 a maund last June—can be kept down 
to a reasonable level, the industry will face ruin and India will lose 
a most important source of foreign exchange. In the case of tea, 
although the industry in general continues prosperous, there are 
considerable low producing areas in which it is impossible to 
avoid a loss at present-day costs. Other instances could be given, 
but these two will suffice to show the serious inflationary position 
in India today. 
\ second symptom of the disease is the heavy adverse balance 
f trade. Comprehensive and exact figures are not easy to obtain, 
but by taking the official Indian figures for sea-borne trade, and 
the Pakistan official figures of the balance of trade between the two 
Dominions, we arrive at a total adverse Indian trade balance of 
nearly {£170 million for the year ending 31 March 1949. Nor has 
[India any large-scale overseas investments, or any considerable 
nvisible exports to offset this adverse balance. She is in fact using 
ip her sterling balances, not in purchasing capital goods for future 
development—the availability of such goods at the present time is 
in any case limited—but for current needs. Both the orthodox 
remedies—reduction of imports and increase of production— 
resent obvious difficulties. A large proportion of India’s imports 
msists of foodstuffs, and although her food deficiency is only a 
sm all percentage of total consumption, inevitable inequalities of 
ribution would rapidly result in famine if imports were sub- 
stantially reduced, unless such reduction were accompanied by 
Draconian methods of procuring grain from the grower. Their 
ption would be politically almost impossible for a popular 
rnment with the historical background of the Congress Party. 
(he other remedy—increase of production—also bristles with 
ficulties. In the field of agriculture, attempts to increase both 
ield per acre and the area under cultivation have occupied much 
f the time and energy of every good District Officer for the last 
ty years or more. Results have been slow, and the process is 
likely to be quickened until some of the Government’s major 
ration schemes come into operation. Few of those schemes 
yet passed far beyond the stage of preliminary blue-prints, 
they are likely to be further delayed by the difficulty of obtain- 
the plant and materials required. It would be foolish to expect 
-scale results for at least ten years, and in the meantime 
will have to continue to import food in considerable quan- 
in the industrial sphere an expansion of production for 
‘port is not likely to be achieved rapidly. Apart from the unavoid- 
e difficulty of the shortage of capital goods and technicians, the 
plete loss of business confidence is an important delaying 
and the restoration of this confidence will take time. 
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we It is therefore not easy to see how India can substantially reduce 
her adverse balance of trade in the near future. She will be com- |” 
pelled to continue drawing on her reserves. This will inevitably | 
retard her development in the more distant future, and will 
compel her to depend more than she would wish on foreign 
capital—if such capital can be induced to operate. 

A third symptom of the economic malaise is the complete 
stagnation of Indian business. Indian big business men speak 
frankly of their lack of confidence either in the economic policy of 
their Government, or in the probability that new enterprise will 
prove remunerative in the years ahead. Darab Cursetji Driver, the 
authority previously quoted, when referring to the causes of this 
stagnation says: ‘Our ignorant and inefficient labour, armed with a 


niche santa, 





ie it. 





| vote, is becoming difficult to manage, both for the State and the [7 

jt employer; production is tending to decline, and production per [7 

(Xs head of worker is also going down; coal costs four times more at ; 

ads pit head than before the war; transport by our nationalized rail- [7 

i ways is sluggishly inefficient and costly; banks tend to reduce | 
lo credits previously given and are not anxious to give fresh credits; Fy) 
ya i profits of main industries like jute, cotton, cement, coal, steel, and | 
yes sugar are declining; wages and amenities for labour, bolstered up J) 
ytd by Tribunals inexperienced in industry and business, are rising, F) | 
oe numerous controls are hampering ordinary activities of business in FP) 
(2? purchasing and selling. . . Underwriters of new companies, seeing F) 
‘S: how the existing industries are drooping, dare not underwrite i | 
' new business.’ Some of these complaints have a familiar ring in F7 

oj England, and it is not necessary to analyse their validity in detail. | 
afl The important fact is that they undoubtedly represent the view 
a of most Indian business men. The British in India, while in no ( 
7) wise disagreeing with their Indian colleagues’ diagnosis of these 
Y; ills, have tended to be more resilient and to believe that some of ( 
ey. them are perhaps only transient. It would be difficult to sustain this ' 
=: resilience indefinitely, and it is therefore important to examine the 
S5 causes of the disease and see if there is likelihood of a cure. 


In making this analysis it will be useful to draw a distinction 
between long-term factors, inherent in the social and economic 
structure of India, and factors which arise from Governmental 
policies and public feeling, and which may therefore be regarded 
as temporary and capable of modification. 

First among the long-term factors is the consideration that a 
predominantly agricultural country must be able either to feed 
itself or to pay for its imports of food by exports of raw materials. 
Such exports are limited not only by physical conditions in the 
country itself but also by world demand, and equilibrium thus 
depends on the maintenance of a due proportion between popul2- 


a a ee a a ee 














THE ECONOMIC OUTLOOK IN INDIA 401 


tion and food production. In India there has in this matter been 
disequilibrium for a considerable time, and the position is deterior- 
ating year by year. Every decade sees an increase of nearly 50 
million in the population of India and Pakistan together, and at a 
conservative estimate this involves an addition to the consumption 
of food grains of 8 million tons a year. The popular idea that there 
are vast areas in India just awaiting cultivation is not sound—and 
indeed could not be correct in a country where the pressure of 
population is as heavy as in India. Immediate extension of cultiva- 
tion involves the use of marginal lands, and is only profitable when 
prices and other conditions are exceptionally favourable. Large 
irrigation and afforestation schemes can undoubtedly produce 
results, but they operate slowly, and it seems unlikely that they 
can, at any rate for many years, keep pace with the growth in 
population. It is true that yields per acre are low in comparison 
with other countries, and that improvement ought to be possible. 
In practice such improvement will depend on the great social and 
economic changes which are needed, not only in order to eliminate 
the wasteful fragmentation of holdings which at present occurs, 
but also to remove the disincentives to enterprise which the joint 
family system provides in many parts of the country. It will be 
long before systematic birth control helps in correlating popula- 
tion growth to agricultural productivity, and for many years India’s 
inability to feed herself or to pay for her food through exports of 
raw materials must be accepted as a serious weakness. 
A second long-term weakness arises from the fact that such 
ntribution as industry has been able to make to India’s ability 
to buy from abroad has been based on her capacity to produce 
cheaply. Cheap production can be based either on efficiency and 
hard work or on low wages. The Indian workman was never either 
‘fheient or hard-working by European standards, but at least he 
vas cheap. The new political and social consciousness of India— 
lite apart t from the policy of any particular Government or from 
nts after the transfer of power—has led to a demand for better 
aie of living for industrial workers, and this change, how- 
er desirable it may be, has diminished, and is likely further to 
minish, India’s capacity to enter world markets on competitive 
ns. India has yet to learn the hard lesson that the adoption of 
standards of living does not necessarily bring with it the 
ans of attaining them, and that indeed, by acting as a drag on 
heap production for export, it may even work in the opposite 
The desire to improve the lot of the common man 
fore ensuring an increase in the national wealth, however 
mirable morally, must be regarded as one of the causes of 
India’s present economic difficulties. 
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Partition, with the resulting dislocation of normal trade channels, 
has aggravated economic problems, and from India’s point of view 
it has involved the loss of a considerable portion of her jute and 
cotton, as well as a disadvantageous position for the marketing of 
various commodities produced in India, which Pakistan may now 
seek to purchase elsewhere. 

There are thus serious elements of weakness in the Indian 
economy which would have existed whatever policy had been 
followed by her Government, and which can reasonably be re- 
garded as unavoidable. They have, however, been aggravated 
by unwise policies and unnecessary happenings. Of all the factors 
responsible for the stagnation of Indian business today, the most 
important is, without doubt, the crushing incidence of taxation. 
Until 1947, taxation in India, although high, still left a reasonable 
margin of profit to provide the incentive without which the system 
of private enterprise cannot operate. Mr Liaqat Ali Khan’s 
Budget, which involved income tax and super-tax rising to a rate 
of 154 annas in the rupee at a lower level than that at which com- 
parable rates are reached in England, and which further imposed a 
business profits tax and a capital gains tax, was clearly understood 
by those concerned to be equivalent to a death-grip on Indian 
business. Little has since been done to relieve industry of this 
intolerable burden, and it may be taken for granted that until 
substantial relief is given Indian industry will not expand. Only a 
fool or a philanthropist would embark on the kind of ‘heads you 
win, tails I lose’ enterprise, in which such expansion would 
consist under present taxation conditions. Moreover, the bulk of 
the capital required for new industrial enterprise comes in normal 
times from private savings. At a time when the middle classes are 
almost crushed out of existence by the combined burden of heavy 
taxation and the high cost of living, and when taxation on the rich 
has reached its present level, there are no legitimate private savings 
from which new business might be financed. More money than 
before is in the peasants’ hands, but they do not invest it in 
industry. 

A second deterrent is the high cost of production. This is due 
partly to the general inflationary position, and partly to the fact 
that the Labour Departments of the Governments concerned have 
forced wages up to a wholly uneconomic level. The motives 
behind this policy have been honourable, and its authors have been 
inspired by a vision of the good life for the toiling masses. They are 
men who love their country, but they are not men of affairs, and 
they have not yet learned that standards of living are raised not by 
visions alone, but by the fair distribution of profits which first 
have to be earned. Measured in terms of productive capacity and 
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world prices, the Indian workman is not worth what he is paid 
today. He was never particularly efficient, but since the war he has 
caught the spirit of the age and now produces even less than 
before. The Indian industrialist will not embark on new ventures 
unless he is assured that wages will be fixed at levels which have 
some relation to productive capacity and potential profits. 

Nor is this the only aspect of the labour situation in India which 
worries the business man. He cannot fail to note how the spirit of 
indiscipline, in any case inevitable in a time of political and social 
transition, has been fanned by the unwise administration of labour 
legislation in certain Provinces. The procedure under which labour 
disputes can be referred to Tribunals whose decisions are binding 
has been used in such a way that the labourer has grown to believe 
that any claim, however preposterous, is worth trying. With 
inexperienced men presiding over Tribunals, and with no definite 
body of principles laid down to guide them, there is a 50 per cent 
chance of success for a bad case. Worse still, some of the Tribunals 
have interpreted their scope so widely that they have forbidden 
employers to dispense with redundant staff. What prudent capital- 

t will dream of founding a new industry if he is deprived of all 
freedom to decide, from time to time, how many men he needs for 
the existing volume of work? It is in the Provinces rather than in 

ie sphere of the Central Government that this unwisdom has 
been displayed, and industrialists in most parts of India pro- 
foundly hope that the Central Government will take these matters 

ler its own control. 

\ further depressing factor is the general feeling of Indian 

siness men that the Government’s economic policy is still 

definite. ‘They believe that certain elements in the Cabinet are 
termined to go ahead with a full socialistic programme and are 
nerely temporizing with private enterprise until a suitable 
ment for wholesale nationalization arrives. The writer does not 
hare this view, but colour is lent to it by the speeches of some 
binet Ministers, and at best it must be admitted that there is 
nt need for a blunt, unequivocal statement of policy. 
in view, also, of uncertainty as to the political composition of the 
t Government of India to be elected under the new Constitut- 
by adult suffrage, it is clear that the Indian business man has 
ple cause for hesitation. If he does decide to run the risk of 
rting a new enterprise he at once finds himself up against a 
‘f obstacles and delays. He must begin by securing the approval 
the Controller of Capital Issues—and this may well mean a 
risome process of reference and counter-reference from 
partment to department, and even from Government to 
ernment. At the next stage he probably has to secure import 
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licences for capital goods, and with the ever-changing import 
policy this is not an easy task. Thereafter he must obtain the 
sanction of the Reserve Bank for the remittances necessary to pay 
for his capital goods. At one of these stages he may run up against 
a blank wall, and, in the meantime, the amount of faith required in 
those who are financing the new venture would be enough to 
move mountains. ‘These are not the conditions under which the 
Indian business man—who has always been less willing than his 
European competitor to leave the beaten track—will undertake 
new enterprise, and it is not therefore surprising that industry is 
stagnant and that all those bright hopes of progress which were 
paraded so prominently just after the end of the War have faded. 

The picture has been painted black—even though space has not 
permitted reference to such minor matters as the hopeless state of 
transport, the cramping effect of inefficiently administered con- 
trols, and the endless difficulties of inter- Dominion trade—because 
the writer has been trying to look through the eyes of the Indian 
business magnate. The writer himself does not take such a gloomy 
view. He believes that many of the mistakes in economic policy 
were the inevitable result of inexperience and enthusiasm, and that 
those who made them are learning rapidly. He sees some ground 
for hoping that a more realistic taxation policy will not be long 
delayed, and still more reason to believe that the Central Govern- 
ment, with the practical-minded Sardar Patel as Deputy Prime 
Minister, will soon impose a measure of control in labour matters 
on the Provincial Governments, and will be able to restore some 
degree of discipline amongst labour. If that is done, the next 
logical step would be for Government to make it clear that it 
regards private enterprise as an essential prop of the Indian 
economy, and to back its belief by action. Thereafter would come 
the harder task of persuading foreign capital to help in building the 
new India, since the inadequacy of Indian capital has already been 
admitted. This would of course require the recognition that there 
are at present other fields of investment more attractive to foreign 
capital than India, and that the overseas investor will have to be 
wooed, not frightened away by stipulations and restrictions. 

If all this can be achieved, there will remain the longer term 
problems—the reorganization of the social system in such a way 
that the lazy individual can no longer be a parasite on his family; 
the removal of illiteracy; the preaching of the gospel of work; and 
the translation into reality of the schemes for increased agricultural 
production. 

These are formidable tasks, and until Indian statesmen have 
had time to measure themselves against them the economic future 
of India will remain as uncertain as that of Britain. Both countries 
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will need to learn—or relearn—the meaning of the word work, 
and both will need to remember that whatever may be the evils 
attendant upon an aggressive individualism, it has, throughout 
history, been the mainspring of progress. 

T.S.A. 


THE PRICE OF GOLD AND 
SOUTH AFRICAN ECONOMIC INTERESTS 


a, 


OLD has always derived part of its value in world markets 

from the demand for it for use as money. Formerly part of 

the available supply was used for coinage. Since 1914 the use of 

gold coin has ceased, but gold has continued to play its part in the 

settlement of international transactions and obligations. Central 

banks hold reserves of gold, and buy gold at a fixed price to re- 
plenish them. 

The institution of the International Monetary Fund has re- 
instated the gold standard, but with a difference. Formerly each 
nation adopted the gold standard and defined the gold parity of its 
money unit by its own legislation. Its intention would be to main- 

iin these arrangements unchanged, but nevertheless it retained 
the power of altering the parity or departing from the gold stand- 
ard in its own unquestioned discretion. 

Now, on the contrary, the International Monetary Fund con- 

plates the parity of any money unit being altered in case of a 

fundamental disequilibrium’, but a member has in other 

spects to give up its free discretion in that matter. And power is 

nferred on the Fund (by a suitably constituted vote) to make 

niform proportionate changes in par values of the currencies of 
embers’. 

uth Africa ever since 1890 has been the world’s greatest 

ducer of gold. Consequently South African economic life has 

-atly dependent on the value of gold in world markets. 

In the trade cycles that prevailed up to 1914, the gold standard 

tries of the world used to experience activity in the phase of 

g prices and depression in the phase of falling prices. But 

prices meant a falling value of gold; falling prices a rising 

of gold. And South Africa experienced prosperity in the years 

; when the rest of the world was depressed, and depression 

the years 1896-1900 and 1905 when the rest of the world was 

perous. (‘That was not always so; rising and falling prices were 
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bound to have some effect upon South African business outside 
gold production, and in the years 1909-14 the rapid expansion of 
gold output compensated the fall in the value per ounce.) 

Since 1919 the value of gold has been dominated by the mone- 
tary policy of the United States. Gold followed the violent 
fluctuations in the wealth-value of the dollar in the years 1919-22. 
Thereafter a relatively stable dollar meant a correspondingly 
stable value of gold up to 1929. In the years 1930-33 the value of 
gold doubled. That was more than the American monetary system 
could stand. The United States abandoned the gold standard, and 
returned to it in 1934 only at a reduced gold value of the dollar, 
and with reservations. 

Gold-producers in general, and South Africa in particular, 
suffered from the great fall in the value of gold up to 1920. The 
subsequent rise in the value of the dollar, and therefore of gold, 
up to 1922 only recovered about half the value previously lost, 
and a decline in the output of gold followed. The huge rise in the 
value of gold after 1929 brought this phase to an end. The general 
fall in prices and values measured in gold was reflected in a fall 
in the cost of production of South African gold, and a great 
expansion of the output of gold ensued. The South African Govern- 
ment, fearing that the increased output would bring the day of the 
exhaustion of the Rand mines undesirably near, imposed taxes 
designed to discourage the too rapid exploitation of the more 
productive mines. 

The devaluation of the dollar in 1934, reducing its gold value 
by more than 40 per cent, along with parallel action in many other 
countries, seemed to promise a permanently higher value of gold. 
But the war intervened, and inflation steadily reduced the wealth- 
value of the dollar, and along with it the wealth-value of an ounce 
of gold. Up to June 1946 the effect on prices was kept in check by 
controls, but thereafter the removal of the controls gave free play 
to the latent inflation. The American wholesale price index 
(100 in 1926) rose from 74-9 in 1934 to 112°9 in June 1946 and 
169-5 in August 1948. The average of hourly earnings (a truer 
criterion) rose from 53:2 cents in 1934 to 108-4 in June 1946 and 
134°9 in August 1948. By this latter test the $35 to which the 
ounce of gold had been equated in 1934 had lost 60 per cent in 
purchasing power. 

There is no need to build too much on this numerical measure; 
the serious deterioration in the economic position of the gold 
industry is anyhow manifest. And confirmation is to be found in 
the South African national income statistics. In 1938 the net 
income derived from mining was {81-5 million out of a net 
national product of {394-8 million. In 1946 (the latest year 
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available) mining yielded £86-4 million’ out of {703-7 million. 
The proportion had fallen from 20 per cent to 12 per cent. 

And the effect is all the greater in that gold production is wholly 
ms export. Sometimes a substantial part of the output is added to 

he African gold reserve, but the reserve is held against the con- 

ingency of external payments, and is itself therefore a potential 
export. During the war the gold reserve rose from {60 +o in 
1939 (at the present valuation of 173s. 8d. per ounce) to {£224 
million at the end of 1945, and it reached a maximum of {£265 
million in May 1946. War conditions and controls had severely 
limited South African imports, and the gold output had been 
more than sufficient to cover the excess over exports. But after the 
end of the war imports jumped up from {112 million in 1945 to 
{214 million in 1946, and {£295 million in 1947. The excess of 
imports over exports in the two years together was some £300 
million, towards which new gold contributed nearly {200 million. 
South Africa has also to meet an adverse balance on invisible 
items (interest, freight, etc.). Yet the gold reserve at the end of 1947 
had only fallen to £187 million. 

South Africa being within the sterling area, the exchange 
control does not interfere with capital movements from the U.K., 
and the sterling convertibility crisis of August 1947 appears to 
have led to a big transfer of funds by holders who believed the 
monetary future of South Africa to be more secure. This move- 
ment is said to have continued till May 1948. 

[he position looked sufficiently favourable in the early part of 

148 for the South African Government to provide a three-year 
rold loan of £80 million for the U.K. But it soon became clear 

it the drain on South African resources must not continue. At 
the end of the year the gold reserve had been reduced to {45 million. 

[he system of exchange control adopted in the sterling area 

llows payment for all permitted imports. If the exchange situa- 
nN requires imports to be limited, that is done not by restricting 
the facilities for paying for imports but by directly restricting the 
nports themselves. Where a country depends upon the foreign 
change pool of the sterling area to pay for its imports from out- 
le countries, it must of course adopt an agreed policy in regard 
import restrictions. South Africa is in an exceptional position; 
virtue of her gold production, she does not have to draw upon 

e foreign exchange pool. She had therefore been able to drop 

port restrictions after the end of the war. In the present year 

e has been compelled to reimpose them. 

(he need has been not only for gold but for sterling, and South 


gross value of the output of gold was {102-9 million, but the cost of 
rials etc. has to be deducted. 
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Africa is receiving repayment of portions of the gold loan not in 
gold but in sterling. 

South Africa is being driven to impose measures of austerity 
because her principal export is the one commodity of which the 
price is not allowed to rise. The price is still that fixed by the 
American Gold Reserve Act in January 1934. Under that Act 
dealings in gold in the United States were subjected to rigorous 
control, and the price of gold in such dealings was fixed by a 
Presidential Proclamation, within limits specified by the Act. 
External dealings in gold were reserved for the Government. The 
Secretary of the Treasury was given the duty of buying and selling 
gold ‘for the purpose of stabilizing the exchange value of the 
dollar’, but was not tied down to the price prescribed by the 
Proclamation. Nevertheless that price has been uniformly ad- 
hered to, and it became the basis of the parity of the dollar notified 
to the International Monetary Fund. 

Not unnaturally the South Africans have been inclined to bring 
up the question of raising the price of gold. The International 
Monetary Fund has power under its Articles to change the price 
of gold without disturbing the relative values of money units, that 
is to say, to alter all parities in the same proportion. But the 
Articles give no guidance as to the grounds on which such a 
change ought to be made. 

It may be supposed that the occasion for it would be an excess 
or deficiency of the supply of gold in relation to monetary needs. 
If the gold reserves of member countries are insufficient to support 
the currency circulation and bank credit which they require, it 
may be desirable to raise the money value of gold, rather than 
resort to a general monetary contraction with its usual accompani- 
ments of depression and unemployment. If, on the contrary, gold 
reserves are in excess, it may be desirable to reduce the money 
value of gold, and thereby both to eliminate the excess and to dis- 
courage the output of new gold. 

There is no case on monetary grounds for raising the price of 
gold at the present time. Many countries are short of reserves, but 
that is because the available supply of gold is very unequally dis- 
tributed. The total reported reserves at the end of 1948 were the 
equivalent of $34,000 million, of which the United States held 
$24,244 million. Raising the price of gold would not in itself do 
anything to correct this maldistribution. Inflation was in progress 
in the United States up to a year ago, and has since made way for a 
slight recession. Neither the inflation nor the recession has had any 
close relation to the gold reserve. 

The material consequences of a rise in the price of gold would be 
felt in the sphere of gold production. The output of gold is a big 
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factor in the balance of payments not only of South Africa itself, 
but of the sterling area. The present output of the whole sterling 
area is some 14 million ounces, equivalent to nearly $500 million, 

f which 80 per cent comes from South Africa. A rise of 50 per 
cent in the price would not only add $200 million to this sum, but 
would stimulate the output of gold. The gain of dollars to the 
sterling area would be substantial, but against it must be set off 
the relaxation of austerity in South Africa; it might well be that the 
whole of the additional value of the South African gold output 
would be eaten up by additional imports into South Africa. 

On a broad view the diversion of an increased amount of the 
world’s productive power into gold mining cannot be said to be 
desirable. ‘The gold output of the United States was cut down from 
5,920,000 ounces in 1940 to 997,000 ounces in 1945, in order to 
release productive resources for the war effort. Can productive 
resources be spared any better now? 

The purchase of American supplies for gold looks more respect- 
able than the acceptance of free gifts. But goods sold for gold, 
n order that gold may be added to the superfluous reserves already 
accumulated by the United States, would, in American eyes, be no 
better than unrequited exports. 

The question of the price of gold came up in another form last 
February, when South Africa sold 100,000 ounces in London, at a 
price above $35, for use in industry. A member of the Inter- 
national Monetary Fund may not ‘buy gold at a price above par 
value, plus the prescribed margin, or sell gold at a price below par 
value, minus the prescribed margin’ (Article IV (2)). But there is 
nothing against selling at a price above par. So far as the Articles 

re concerned, any member is free to sell gold at as high a price as 
he can get. A member could not buy it, but a ‘member’ means a 

sovernment. The buyer in this instance was a firm of London 
illion dealers, and a member Government is under no obligation 

) interfere with the freedom of traders and individuals to buy gold 

t whatever price they choose. 

‘he International Monetary Fund, however, had previously 

ide a pronouncement (18 June 1947) that ‘a primary purpose of 

Fund is world exchange stability, and it is the considered 
ion of the Fund that exchange stability may be undermined by 
tinued and increasing external purchases and sales of gold at 
rices which directly or indirectly produce exchange transactions 
lepreciated rates. .. . The Fund strongly deprecates inter- 
nal transactions in gold at premium prices, and recommends 

t all its members take effective action to prevent such transac- 

s in gold with other countries or with the nationals of other 


tries 
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The action of South Africa evoked a protest from the Chairman 
of the Executive of the Fund, M. Gutt, and an inquiry whether 
there were to be adequate safeguards against the gold being bought 
not for industrial use but for hoarding. 

An active market in gold for hoarding at a premium, if allowed 
to develop on a large scale, might supersede official rates of ex- 
change altogether. And what is ostensibly an industrial use of gold 
may involve so slight a cost of workmanship as to be no better 
than a cloak for the intention to hoard. 

It would seem that there are two distinct sources of the demand 
for gold at prices above official parities. In the first place the amount 
of gold allowed by official controls for use in industry is not 
sufficient to satisfy the demand. Even in the United States dealers 
in bullion take advantage of a loophole in the Gold Reserve Act 
of 1934, in that the Act does not apply the price control to pur- 
chases of unrefined gold. They openly and regularly buy unrefined 
gold at prices representing more than $35 an ounce for the fine gold 
contents. It is probable however that quite a moderate increase in 
the supply of gold to industry would extinguish the premium in 
these transactions. 

Secondly, a more extensive market, and one yielding higher 
premiums, prevails in countries where the money is distrusted and 
controls are not effectively enforced. Here the high price measures 
the low value placed on the currency in which it is calculated. 

A member of the Fund undertakes ‘to collaborate with the Fund 
to promote exchange stability’, and, ‘through appropriate measures 
consistent with this Agreement, to permit within its territories 
exchange transactions between its currency and the currencies of 
other members only within the limits prescribed’ (Article IV (4)). 
If South Africa sells gold at a premium to a bullion dealer in 
another member country, it is for the latter to see to it that the 
transaction does not conceal a purchase of exchange at a premium. 

It will be seen, therefore, that the intervention of the Fund was 
not very securely founded. And in the end the Fund agreed that it 
would raise no objection to sales of gold at a premium provided 
the gold were fully fabricated before export, or semi-processed 
gold were sold only to concerns pledged to use it for the pro- 
duction of fully fabricated articles. 

But the real safeguard against an excessive extension of these 
transactions will be that sales even at very high prices for dis- 
credited currencies will be unattractive. 


R. G. H. 
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